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APPROVED: _______________________________________ 
 Blair King, City Manager 

CITY OF LODI 
COUNCIL COMMUNICATION 
 

TM  
 
 
AGENDA TITLE: Adopt Resolution Authorizing Purchase of Replacement for AS400 Mid-Range 

Computer from Logical Design, Inc., of Rancho Cordova, CA ($142,765) (ISD) 
 
MEETING DATE: July 18, 2007 
 
PREPARED BY: Deputy City Manager 
 

 
RECOMMENDED ACTION: Adopt resolution authorizing purchase of replacement for AS400 

mid-range computer from Logical Design, Inc., of Rancho Cordova, 
CA, in the amount of $142,765. 

 
BACKGROUND INFORMATION: The IBM AS400 mid-range computer is the City’s “workhorse,” 

hosting three major applications, including the JD Edwards 
enterprise resource planning system, the Business License 
application, and Alliance Data (Orcom) ECIS utility billing program. 
Individual JD Edwards modules include payroll, general accounting, 
payables, and purchasing. 

The current system was purchased in 2002 for about $108,000. It was financed over two years with equal 
annual payments of $54,158. Almost five years old, the AS400 is approaching the end of its supportable 
life. IBM has released the last operating system update for this particular model (V5R4). Hardware 
support for this system is also expected to become increasingly expensive because of the system’s age, 
or unavailable at all through IBM. In addition, replacement of this system will be necessary as software 
vendors no longer support the aging operating system version we have, and upgrades to current 
software applications cease to become available. 

IBM i5 Model 
As the AS400 iSeries model 820 is phased out, the i5 model 525 Express most closely matches the city’s 
current hardware configuration. The new model will provide greatly enhanced performance over the 
current system. The i5 series computers offer speed and performance levels up to twice that of the 
AS400 model 820, according to IBM literature. In addition to noticeably improving responsiveness, 
backups and batch jobs will take far less time to complete. 

Staff is also proposing to replace its current tape backup system with a new one designed to operate with 
the i5 series. The new system offers far greater storage capacity and backup speed. What now takes five 
hours to backup will likely take about half the time with the new system. In addition, the new tape device 
can be remotely located to enhance security. 

Purchase Details 
IBM has been aggressively promoting their new i5 models, offering substantial discounts and incentives 
to customers through their certified business partners. The City of Lodi’s Business Partner of Record is 
Logical Design, Inc. of Rancho Cordova, California. IBM sets the price for all models and offers discounts 
and incentives only through their Partners. As the city’s Partner of Record, Logical Design, Inc. receives 
the largest discounts and has passed those discounts along to us.  
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Highlights of the new system include: 

• IBM System i5 model 525 Express Configuration 2 
• IBM 3573 L2U Ultrim 4 Tape Library 
• IBM 3580-L43 Ultrim 4 Tape Drive  
• Additional three years of Hardware and Software maintenance (four years total) 
• Conversion Services and taxes included 

 
Summary of System Costs: 

Equipment  $ 103,350 
Conversion services  $     4,000 
Three years hardware and software maintenance $   26,757 
Tax  $     8,658         
Total System Cost  $ 142,765 

 
Financing Summary 
Staff recommends financing the new system over four years through the IBM Installment Payment 
Master Agreement (IPMA). Prevailing interest rates from IBM are at or below current market rates. The 
purchase package includes hardware and software support and maintenance costs that the city now 
pays for on an annual basis. We currently spend about $45,000 annually for hardware and software 
support costs through IBM. The city will save about $6,400 annually under this proposal. 

The monthly payments will be $3,217.03 or about $38,604 annually. 
 
This is the four-year IPMA payment schedule and interest rates.  IBM charges different rates for IBM and 
non-IBM products. The blended rate is approximately 3.897%. 
 

       Item    Monthly payment  Interest rate 
 
I5 model 525    $2,315.09   3.66% 
HW and SW maintenance  $610.15   4.60% 
Conversion Services   $92.21    5.17% 
Taxes     $199.58   5.17% 

 

Disposal of current AS400 
The current AS400 model 820 may have marginal cash value, which is being researched by ISD staff. 
Unlike PCs, large mid-range computers like the AS400 attract a very select, limited market. The current 
box may be worth $3,000, according to preliminary estimates. 

Regardless of whether the city is able to sell the current AS400, or must literally dispose of it through 
other channels, the system hard drives will be thoroughly erased (or destroyed) so that no data remains 
or can be retrieved by new owners. 

Summary: 
Staff recommends the purchase of a new i5 series IBM computer to replace its current 5-year old AS400, 
which will soon be unsupportable. It is also recommended that the city finance the purchase over four 
years through the IBM Installment Payment Master Agreement (IPMA) at interest rates that are at or 
below current market. Staff recommends a payment schedule of $3,217.03 per month, or about $38,604 
annually, which will eliminate current support expenditures, thus saving the city about $6,400 per year. 

 



FISCAL IMPACT:    The city currently budgets $45,000 for IBM support and maintenance. The city will 
instead make monthly payments totaling $38,604 per year. The city will save 
approximately $6,400 annually. 

 
FUNDING: Budgeted item 100411.7322 (ISD Equipment Rental) 
 
 ___________________________________ 
 Kirk Evans, Budget Manager 
 
 

  Respectfully Submitted, 
 
 
    _______________________________ 
    James R. Krueger 
    Deputy City Manager 
 
 
 
 
Prepared by: 
 Steve Mann, Information Systems Manager 
 
JK/SM 
 
 
 



City of Lodi model 525 and tape drive configuration 
 
 
 
                                                              Extended       Extended 
Product                 Description                  Qty      Purchase         Maint      Term 
________  ________________________________________  _____  ______________  _____________  ____ 
 
9406-525  Server 1:9406 Model 525                       1             N/C          50.00  Mth 
    0041  Device Parity Protection-All                  1             N/C 
    0163  Fibre Channel Attach                          1             N/C 
    0290  Ext Tape Attached via #5736                   1             N/C 
    0532  V5R4 OS, V5R4M0 Machine Code                  1             N/C 
    0835  #4327 Load Source Specify                     1             N/C 
    0909  1/2W Serv Feat 525 1x8330                     1             N/C          66.00  Mth 
    1025  Modem Cable - US/Canada                       1             N/C 
    1483  10m HSL-2 Cable                               2        1,700.00 
    2640  DVD-ROM                                       1          207.00 
    2844  PCI IOP                                       2        4,200.00 
    2888  HSL-2/RIO-G Ports - 2 Copper                  1          475.00 
    2924  English                                       1             N/C 
    4327  70.56GB 15k rpm Disk Unit                    14       13,986.00 
    4400  1GB DDR2 Main Storage                         2        1,100.00 
    4746  PCI Twinaxial Workstn IOA                     1          750.00 
    5000  Software Preload Required                     1             N/C 
    5095  PCI-X Expansion Tower                         1        7,995.00         241.00  Mth 
    5138  Redundant Power and Cooling                   1        1,350.00 
    5159  850 Watt Power Supply                         1          417.00 
    5540  Sys Console on Twinax WSC                     1             N/C 
    5704  PCI-X Fibre Chan Tape Ctlr                    1        2,646.00 
    5727  Integrated Cache - 40MB                       1        1,499.00 
    5736  PCI-X Disk/Tape Ctlr w/IOP                    1          587.00 
    5776  PCI-X Disk Ctlr-90MB No IOP                   1        1,999.00 
    6008  SPCN Power Cable - 6m                         2          100.00 
    6470  6-Ft 125V/15A Power Cord                      4             N/C 
    6574  4-Disk Slot Exp - Base Ctlr                   1          244.00          64.00  Mth 
    7180  Acoustic Front Door                           1             N/C 
    7791  Express Configuration #2                      1       59,900.00          50.00  Mth 
    7885  Deskside                                      1             N/C 
    8330  1.9GHz Proc 0/2-Way                           1             N/C 
    8410  Base Proc Activation                          1             N/C 
    9517  Base HSL-2/RIO-G Bus Adapter                  1             N/C 
    9793  Base PCI 2-Line WAN w/Modem                   1             N/C 
    9844  Base PCI IOP                                  1             N/C 
                                                           ______________  _____________ 
          Serial: 000000000                         Total   USD 99,155.00     USD 471.00  Mth 
 
3573-L2U  TS3100 Tape Library Express                   1        4,000.00         800.00  Ann 
    6013  13m LC/LC Fibre Channel Cable                 1          184.00 
    8144  Ultrium 4 Fibre Channel Drive                 1       10,770.00 
    8405  Ultrium 4 Data Cartridge (5-pack)             4        2,056.00 
    9800  2.8m Power Cord 125V US/Canada                1             N/C 
                                                           ______________  _____________ 
          Serial: 000000000                         Total   USD 17,010.00     USD 800.00  Ann 
 
3580-L43  TS2340 Tape Drive Express                     1        5,170.00         939.00  Ann 
    5610  10m VHDCI/HD68 SCSI Cable                     1          176.00 
    9400  Attached to i5/OS or OS/400 System            1             N/C 
    9800  2.8m Power Cord, 125V 15A, US/Canada          1             N/C 
                                                           ______________  _____________ 
          Serial: 000000000                         Total    USD 5,346.00     USD 939.00  Ann 
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June 21, 2007 
 
Mr. Steve Mann 
City of Lodi 
212 West Pine Street 
Lodi, CA 95242 
 
 
Dear Steve, 
 
I have redone this proposal based upon a 48 month Installment Payment 
Master Agreement. (IPMA) The system is configured as follows: 
 
 IBM System i5 model 525 Express Configuration 2 
  150 users 
  2GB main storage 
  980GB DASD (800GB usable after RAID protection) 
  Feature 5095 Expansion cabinet 
  Twinax controller 
  (Full configuration attached) 
  
 IBM 3573 L2U Ultrim 4 Tape Library 
  Fiber attached 
 
 IBM 3580-L43 Ultrim 4 Tape Drive  
  SCSI attached 
 
 Additional three years of Hardware and Software maintenance 
 
 Conversion Services and taxes included   
 
The list price of the i5 model 525 and the tape drives is $119,505.00 
Logical Design, Inc. can offer you a price of $103,350.00 
 
The additional three years of Hardware and Software maintenance after 
the warranty period is $26,757.00 
 
The Conversion Services are $4,000.00 
 
The tax is $8,658.00 You are only taxes on the system unit and the 
software maintenance.  The Hardware maintenance and Conversion 
services are not subject to tax. 
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The four-year IPMA numbers and interest rates follow.  IBM charges 
different rates for IBM and non-IBM products. 
 
       ITEM    Monthly payment  Interest rate 
 
I5 model 525   $2,315.09   3.66% 
HW and SW maintenance $610.15   4.60% 
Conversion Services  $92.21   5.17% 
Taxes     $199.58   5.17% 
 
The total monthly payment would be $3,217.03.  This quote is based on 
a July 2007 system install date with payments commencing on August 1, 
2007 due on September 1, 2007. 
 
Feel free to call me with any additional questions or changes.   
 
 
 
Sincerely, 
 
 

����
 
 
Ron Coy   
  
   

























RESOLUTION NO. 2007-____ 
 

A RESOLUTION OF THE LODI CITY 
COUNCIL APPROVING PURCHASE OF 
AN AS400 COMPUTER 

=================================================================== 
 
 WHEREAS, Lodi Municipal Code §3.20.070 authorizes dispensing with bids for 
purchases of supplies, services, or equipment when it is in the best interest of the City to 
do so; and 
 
 WHEREAS, the IBM AS400 mid-range computer is the City’s “workhorse,” 
hosting three major applications, including the JD Edwards enterprise resource planning 
system, the Business License application, and Alliance Data (Orcom) ECIS utility billing 
program. Individual JD Edwards modules include payroll, general accounting, payables, 
and purchasing; and 

 WHEREAS, the current system was purchased in 2002 and is approaching the 
end of its supportable life; and 

 WHEREAS, IBM has released the last operating system update for this particular 
model (V5R4), and the hardware support for this system is also expected to become 
increasingly expensive because of the system’s age, or unavailable at all through IBM; 
and 

 WHEREAS, replacement of this system will be necessary as software vendors 
no longer support the aging operating system version the City currently utilizes, and 
upgrades to current software applications cease to become available. 

 WHEREAS, staff recommends purchasing a new i5 series IBM computer from 
Logical Design, Inc., of Rancho Cordova in the amount of $142,765.00, and financing 
the purchase over four years through the IBM Installment Payment Master Agreement 
(IPMA) at interest rates that are at or below current market; and 

 WHEREAS, staff further recommends a payment schedule of $3,217.03 per 
month, or approximately $38,604 annually, which will eliminate current support 
expenditures, thus saving the city about $6,400 per year. 

 NOW, THEREFORE, BE IT RESOLVED that the Lodi City Council does hereby 
approve the replacement purchase of an AS400 computer from Logical Design, Inc., of 
Rancho Cordova, California, in the amount of $142,765, which includes financing costs. 
 
Dated: July 18, 2007 
 
 
 
 
 
 
 



 I hereby certify that Resolution No. 2007-____ was passed and adopted by the 
City Council of the City of Lodi in a regular meeting held July 18, 2007, by the following 
vote: 
 
 AYES:  COUNCIL MEMBERS –  
 
 NOES:  COUNCIL MEMBERS –  
 
 ABSENT: COUNCIL MEMBERS –  
 
 ABSTAIN: COUNCIL MEMBERS –  
 
 
 
 
 
       RANDI JOHL 
       City Clerk 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

2007-____ 


